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CERTIFIED HAIL

pPear Sir or Hadam:

¥e have considered your application for recognition of tax axemption from
Faderal incoms tax as an organization described in sectisun 501 (c) (4) of
the Internal Revanus Code.

The information submitted discloses that you were incerporated undar the

lavs of the State of NN on NN

The purposas of the organizatioxn are to provide maintenance, praservation,
and architectural control of *the resident lots and commen zreas within the
I .  Other purposes are to promeote the health,
safaty, and welfare of the residents within the | NN
B - to adninister and enforce the coveahants and restrictions
contained ir the Declaration of Covenants, Coaditions, and Restrictions by

_'

The activitias of tha Association include insucing, maintaining, and
beautifying the common areas for the common use and enjovment of ths
mambers of the Association, maintaining the personal property of the
owners in the subdivision, providing safaty weasures for the subdivision
and prowmoting the social well-kaing of the Association.

Your income is derived from the yvearly assessments from every homaowner.
Expanses consist of insuranca, legal fees., and miscellaneouvs supplies.
Secticn 501{¢c}){4) of the Code provides for tha rescogniticn of c¢ivic
leagues, sorial welfare crganizations, or other organizations not

organized for profit, but operated exclusively for ths premction of secial
welfare,
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Secticn 1.501{c) (4)-1{a){2) (i) of the income tax regulaticas provide that
an organization is operated exclusively for the promoticn of social
walfare if it is primarily engaged in promoting in some way the conmon
good and gensral welfare of the people of the community. An organization
sinbrace{ within thig section is one which is operated for the purpose of
bringipg about civic betterments and social improvements.

Revenue Ruling 72-102, published in Cumulative Bulletin 19732-1, page 149,
states that a2 non-profit organization formed to preserve the appesrance of
2 housing dsvelopment ané to maintain streets, sidewvalks, z2nd conmon areas
for the use of residents is exempt under seaction 501{c} {4} of the Code.
Hembership is required of all owners of rzal property in the development
and assessments are levied to support the organization's actiwvities. It
was held that by wmaintaining the property normally maintainad by municipal
governnents, the organization served the common good and gencyral welfare
of the people of the community.

Revénue Ruling 74-99, published in Cumulative Bulletin 1974-1 on page 131
modifisd Revenue Ruling 72-192 by stating gnidelines under which a
horeownars association could qualify for exemption under sscticn 301{c) (4)
0f the Code. One quideline is that a howmeovwners association must serve a3
copmunity which bears a reasonable recoagnizable relationship to an arsa
ordinarily identified as governmental in order to qualify under Cede
section 501{ct {4).

This ruling reads in part: “& community within the meaning of section

501 {c}{4) and the Regulations is not simply an aggregation of honeowuners
bound together in a structural unit formed as an integral part of a plan
for the development of a real estate division and the sale of homes
theresin. Although ar exact delineation of the boundaries of a "community”
contamplatad by sect 1 501{c}{4) is not possible, the term as used in
that ssction has traanitionally been construve. as having reference to a
geographical unit bearing a reasonably recognizable relaticnship to an
area ordinarily identifiad as a governmental subdivision or 2 unit or
district thereof.”

2

The area sarved by your activities consists of a structural unit foraesd ag
an integral part of a residential housing development plam. Such an érea
does not constitute a "community” within the meaning of Cods sectios

501 {c) (4) and the underlying Regulations.




Revenus Ruling 74~99 also states that a homeowners association must not
conduct activities directed to the exterior maintenance of private
residences and that the common areas or facilities must be for the nse and
enjoyment of the publie.”

Your "Declaration of Covenanits, Conditions, and Restrictions" has
procedures for maintaining the private residential lots and common areas
of your organization.

The common axeas, as stated in your Covenants, are the private property of
the association and ownership is divided equally awong the honsownars.

Revenue Ruling 74-99 states that Revenue Ruling 72-102 ",..was intendad
only to approve ownership and maintenance by a homeowners association of
such areas as roadways and parklanes, sidewalks and street iights. access
to, or the use and thes enjoyment of vwhich is intended tc members of the
general public, as distinguished from controllad use or access restricted
to the nmembers of the hosecwners association...".

Your common areas arz not open for the use and enjoyment of the ageneral
public.

One of the purposes of Revenue Ruling 74-99 is to preclude recognition of
exenption of homeowners associations that serve a private rather than a
public interest.

Based on the information submitted and the applicable law cited above, we
conclude that you are primarily organized and operated to provide services
for the personal banefit of vour members and not primarily for promoting
in some way the commor good and general welfare of the pzople of the
community. Therefors, vou do net gualify for exemption from Federal
income tax as an organization described in sesction 501{c} {4} of the Code.

In accordance with this determination, vou are required te file form 1120
for Federal income tax purposes. Your attsention is called to Code saction
528. which provides certain proceduras by which qualifving homeownzrs
associations mayv elect to be treated as 3 tax exempt organizatiocn. The
enclosed Publication 58¢ describeas the requirements for z..emption under
section 528.




f you do not accept our findings, vwe recommend that vou requast a
conference with a nmember of our Regional Office conference staff. Your
request for a conference should includes a written appeal giving the facts,
law, and any other information to support your position as explainad in
the enclesed Publication 832. You will then be contacted to arrange a
date for a conference. The conference may be held at the Regional Office,
or if you raguast. at any mutually convenient District Office. If we do
not hear from you within 30 days from the date of this letter, this
deternination will bacoms final.

Sincerely vours.

District Director

Enclosures: Publication 892
Publication 588



